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FLAT ADVANCES VS. SCIENTIFIC RATE READJUSTMENT. 


Which Will Promote the Best Interests of Fire Insurance ? 





LEADING underwriter is recently quoted as defending the flat general 
A advance on the ground that it brings about an immediate improvement 
of conditions for the underwriter ‘‘while the more theoretical and 
improved details are being considered and await application.’’ He says 
that this plan has ‘‘the advantage of action at the opportune moment, of 
striking while the iron is hot,’’ and he further says that ‘‘it does not prevent 
subsequent modification and readjustment according to the most improved prac- 
tice following deliberate consideration and systematic expert investigation.’’ 
Weare sorry to question the correctness of this latter conclusion. Neverthe- 
less, we are of the opinion that it contains a fallacy which should be promptly 
controverted. We believe that nothing will retard the application of scientific 
principles in fire insurance rating so surely as a general flat advance in rates. 

The fiat advance does not cure but accentuates the wrong which is at the 
root of all fire insurance evils, namely, rate inequality. The history of the 
business shows that, following general rate advances which place fire insur- 
ance in a profitable condition, there is an inevitable tendency to relapse into 
indifference and to postpone needed reforms. The best time to promote reform 
is during adversity, and not in times of prosperity, when everybody is making 
money and nobody seems to care exactly how it is done. 

The responsible underwriters of the country will, in our opinion, make a 
mistake if they permit a general flat advance, for they will not only stir up evil 
for themselves in the future, but will inflict an unjustifiable injury upon the 
general public—the fire insurance tax payers. Contrary to the underwriter 
quoted, it seems to us that a flat advance will inevitably prevent ‘‘subsequent 
modification and readjustment according to the most improved practice’’—and 
we believe that those who most value scientific methods, and are most deter- 
mined that they shall be applied to fire insurance practice in order that the 
tax may be justly and equitably laid upon the consumer, will not permit them- 
selves to be deceived by a fallacious argument of this kind. There are certain 
general classes which are notoriously unprofitable, upon which flat advances 
can justly be made, pending the application of the schedule. But to allow 
this theory of recuperation to sweep the country at this time, would, in our 
opinion, bring more evil and trouble into the business of fire insurance than 
would compensate for the immediate benefit of a large increase in income. 
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DEFINITE MOVEMENT TO REGULATE EASTERN COMMISSIONS. 


REPRINTED FROM THE STANDARD OF BosTON. 


Fully seventy-five fire insurance 
companies were represented at the 
conference of managers held in the 
assembly room of the New York 
Board of Fire Underwriters on Thurs- 
day, July 14, to consider the wisdom 
of forming a new governing organ- 
ization to supplant the Eastern Union. 
Col. R. Dale Benson, president of the 
Pennsylvania Fire, called the meeting 
to order and served as its chairman 
during both morning and afternoon 
sessions. 

Following a general discussion, in 
which practically every one present 
took part, it was decided to adjourn 
until Aug. 1,when a further gathering 
will be held at the same place. Pend- 
ing the second meeting the committee 
on resolutions will use further efforts 
to secure additional pledges to the 
tentative agreement. General senti- 
ment at the gathering on Thursday 
favored the proposed association, and 
the prevailing opinion is that it will 
become a reality before the new year. 

When the idea of the contémplated 
organization was first discussed in 
conference, the union and non-union 
companies each appointed a commit- 
tee to further consider it. The re- 
sult of their deliberations was the 
selection of a committee of seven, 
made up of offices of affiliating and 
non-affiliating companies. This com- 
mittee, composed of Messrs. Benson, 
Pennsylvania; Correa, Home; Bissell, 
Hartford; Dickson, Royal Exchange; 
Kremer, German American; Milligan, 
Phoenix of Hartford, and Brown of the 
Westchester, drafted the tentative con- 
stitution and by-laws offered at yester- 
day’s gathering, and which seemed to 
be generally acceptable. 

The movement has been endorsed 
by the forty-four union and some 
twenty odd non-union companies, 
prominent among the latter being the 
Glen Falls, Westchester, Williams- 
burgh City and the American of 


Philadelphia. Companies yet outside 
the fold include the Continental, 
Connecticut, New Hampshire, Granite 
State, and the German of Freeport. 
It is considered likely that several of 
the foregoing will join the movement 
before the next meeting is held. 

It is not the purpose of the new 
organization, should it be launched, to 
interfere in any way with the work- 
ings of established minor rate mak- 
ing bodies in the eastern and southern 
territories. To be sure, it would have 
general supervision over them just 
as the Eastern Union has now, but 
their integrity would be fully main- 
tained. 

The suggestion made by President 
Alfred James of the Northwestern 
National that the scope of the pro- 
posed association be broadened to 
take in the entire country, was not 
seriously considered, the difficulties 
in the way of such a proposition, 
even were it deemed advisable, which 
it is not, being wellnigh insurmount- 
able. 

It is understood that twenty-six 
nou-union companies have signed, al- 
though it is known that the signatures 
of some of these are provisional, in 
order to start the scheme along. The 
purpose, as given, is to promote frater- 
nal feeling among the members, a 
more direct control of rates by execu- 
tive officers and managers of com- 
panies, except where prohibited by 
legislation, to limit the cost of busi- 
ness, including commissions and brok- 
erages, to devise a better system for 
the adjustment of losses, and to cor- 
rect the evil of too prompt payment 
of the same, and other reforms. 

The territory is to include New 
England, New York, New Jersey, 
Pennsylvania, Delaware, Maryland, 
the District of Columbia, Virginia, 
North Carolina, South Carolina, 
Georgia, Florida, Alabama, Missis- 
sippi, Louisiana and Arkansas, except 
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such states or parts of -states as 
may be excluded by vote of the asso- 
ciation, except where prohibited by 
law. 

The membership is to be com- 
posed of the executive officers of com- 
panies and managers and general 
agents of companies doing business 
in the territory. Each company is 
to have one vote, and no one is to 
be eligible whose territory covers less 
than one state. A membercan with- 
draw only on three months’ notice, 
except by unanimous consent. Meet- 
ings are to be private and confidential. 
It is provided that ‘‘The obligation of 
each member shall be based upon his 
personal honor and good faith.’’ 

Some objection is raised to this, the 
companies holding that this is not 
sufficient, and urging rather a deposit 
—some suggestions running as high 
as $10,000. The usual officers are pro- 
vided for, with a committee of twenty, 
which has authority to fix and promul- 
gate rates where no local boards exist, 
except where prohibited by law, and 
to recommend to local boards and 
state associations the adoption of such 
new or revised rates, rules or tariffs 
as may be thought desirable. Where 
the co-operation of the companies in 
the association in stamping offices is 
not unanimous, the members may 
be notified that they are no longer 
under obligations to report through 
the stamping office. 

The essential feature of the agree- 
ment is a limitation of commissions to 
15 per cent. The rule provides that 
a commission of not over 15 per cent. 
of the net premiums, exclusive of 
brokerages, may be paid, with no 
other compensation, such as office 
rent, clerk hire, solicitor’s fees or 
otherwise, direct or indirect. If, how- 
ever, &@ company wants one salaried 
representative, such agent shall not 
be permitted to act for another com- 
pany, whether a member of the asso- 
ciation or not, and is under the same 
restrictions as to brokerages. A num- 
ber of companies objected strenuously 
to this salaried agent proposition, 


regarding it merely as another guise 
for extra commissions. It is provided 
that not more than 10 per cent. broker- 
age can be paid except to duly com- 
missioned agents, on policies written 
at the home office or at the salaried or 
agency offices. 

Brokerage is limited to 10 per cent., 
to be paid out of the commission, ex- 
cept in the excepted territory. This 
includes New York, Buffalo, Boston, 
Philadelphia, Pittsburgh, Baltimore, 
the District of Columbia and the sur- 
rounding territory usually operated 
by those cities. Thirteen counties in 
New Jersey are also excepted, with 
the provision that Paterson is not in- 
cluded. In this excepted territory an 
over-riding commission of not more 
than 10 per cent. may be paid, or as 
an alternative, a salary to the agent, 
based on an annual contract. This 
over-riding commission is to be in ex- 
cess of the local rate of brokerage, the 
companies signing agreeing to under- 
take to secure a reduction of 5 per 
cent. in such rates, and agreeing in re- 
turn that no lower brokerage than 10 
per cent. will ever be sought. 

The commission to agents shall be, 
on direct business, 10 per cent. plus 
the rate of brokerage, or as an alter- 
native, 74 per cent. in excess of the 
brokerage, and 7% per cent. con- 
tingent commission. No member shail 
reinsure a company not represented 
in the association at a commission in 
excess of 10 per cent. except in the ex- 
cepted territory. The members signed 
with the understanding that a meet- 
ing was to be called before the plan 
became operative, when any signer 
could withdraw if he regarded the co- 
operation as insufficient. At this 
meeting, if eighty per cent. of the 
members agree, the alternative rate 
of commission will be decided upon, 
providing for a contingent commission 
to be paid on the profits, as calculated 
by a formula to be adopted by the as- 
sociation. 

COMMENT BY INSURANCE ECONOMICS. 

This movement towards centrali- 
zation, described with so much in- 
teresting detail by our esteemed con- 
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temporary, is but one of several similar 
recent attempts. Indeed if it prove 
successful, it will be but the culmina- 
tion of a series of events which have 
constantly tended towards the same 
end. 

As a policy of business development, 
the Journal of Insurance Economics 
favors concentration, because rightly 
used and directed, it means less waste 
and more economy in the conduct of 
the business. Centralization of con- 
trol which accomplishes this, produces 
an economic benefit to the consumers 
(purchasers) of fire insurance, and 
will, therefore, enjoy success and long 
life. But concentration of power for 
other purposes will fail, in the long 
run, as if rightly should. 

Certain kinds of competition bring 
great waste and loss in any business, 
and in fire insurance the various 
separated parts being under different 
and often inharmonious control, 
_ bring about not only great waste, but 
often great inconvenience to the pur- 
chasers of insurance. No harm will 
come to any legitimate insurance in- 
terest as the result of concentration 
which is designed to secure uniformity 


of practice, more system and reduced 
cost. It is doubtless true that some 
will be displaced, but none who are 
really useful and beneficial to the 
business, for if they are crowded out 
of one branch there is sure to be room 
for them in another. No man who 
understands the business and who 
really has tried to do his best, need 
have the slightest fear of centraliza- 
tion. Only the hanger-on, the in- 
different side-liners and the ‘‘grafters’’ 
need concern themselves. 

Apparently the immediate purpose 
.of the proposed agreement is to bring 
commissions down to a low uniform 
basis in the eastern and southern 
states. No mention is made in the 
proposed agreement regarding the 
matter of protection to agency in- 
terests, either by an overhead writing 
or single agency provision. It is a re- 
grettable omission, but we believe 
that a strong centralized company 
organization will render possible con- 
ference and co-operation between 
agency and company organizations 
which has heretofore been impossible, 
owing largely to diversified interests 
among the companies themselves. 





CO-OPERATION IN IMPROVING 


FIRE INSURANCE ADJUSTMENTS. 
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REPORT TO THE NATIONAL BOARD. 








No period in recent times has ap- 
peared so opportune as the present 
moment to adopt effective plans for 
co-operation in all matters pertaining 
to loss adjustments. 

The efficient work done by the ‘‘Loss 
Adjustment Committee’’ of the New 
York Board of Fire Underwriters, now 
extending over two years, has passed 
the experimental stage, and has dem- 
onstrated economy in cost with im- 
proved results in adjustments. A 
movement is on foot to extend similar 
co-operation to Boston, Philadelphia, 
and other points. These facts—to- 
gether with the necessity for co- 
operation demonstrated in the Balti- 
more conflagration losses—all go to 


prove that the National Board can 
give valuable assistance to such move- 
ments over the country; in fact, this 
board is the natural center from which 
such work should emanate, and it 
should be looked to in an advisory 
capacity. 

While underwriters are much exer- 
cised as to how to get sufficient money 
to recoup themselves for the indemnity 
furnished, with a small margin for 
profit, it becomes increasingly im- 
portant that attention should be 
given to all forms of outgo, as it is 
recognized we have no right to de- 
mand from the public more money 
until we have shown a wise steward- 
ship in the disbursement of what we 
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already receive. It is therefore nec- 
essary that close attention should be 
given to the present wasteful methods 
of loss adjustments, looking to reform. 
Such reform can be found not alone in 
economy of cost, but also in saving 
upon the actual loss ratio, by more 
expert and efficient service, and by an 
improved moral tone in this branch 
of our business. 

The aggregate cost of loss adjust- 
ments is now buried in the general 
expenses of companies, or merged 
with the losses themselves so that it 
is not possible out of obtainable fig- 
ures to show what the actual cost of 
present methods is. It may be safely 
estimated as not less than three per 
cent. upon the total of losses as ad- 
justed. Such adjustments in 1903 for 
companies reporting to the New York 
Insurance Department amounted to 
some $93,000,000, showing a cost of 
say $2,790,000. If one-half of one per 
cent. could be saved in the expense of 
adjustment by improved methods, and 
Say one per cent. upon the actual loss 
by increased efficiency of adjustments, 
a saving of about $1,400,000 is in- 
dicated as possible on a conservative 
basis. 

The moral effect of such work done 
through co-operation would, however, 
outweigh any direct money saving in 
such ways as the increased confidence 
of the business community who would 
find the settlement of their claims 
carried out on sound business prin- 
ciples; in the restraint put upon dis- 
honest and grasping claimants; in the 
check to the spread of adjusters for the 
assured of an unscrupulous type; in 
co-operation for the surpression and 
prosecution of arson breeders; in re- 
sistance to fraud generally, and in 
limiting the tendency to unfriendly 
legislation. 

Amongst defects due to our present 
lack of system in adjustments, may 
be indicated: 

1. Waste of time. Many more adjusters than 
necessary are concentrated on losses, and special 
agents are called off from their proper work. 


2. Crude adjustments. Many men who make 
good special agents and inspectors are totally un- 


fit to handle complicated questions of adjust- 
ment, and hinder those who are qualified to do 
the work. 

3. Moral effects upon the assured. A mass 
of adjusters concentrated upon losses evidences 
weakness and confusion amongst the companies, 
and compels the assured to turn for relief to the 
public adjusters. 

4. Extravagance. Traveling expenses and 
payment for time are apt to be out of all propor- 
tion to amount of paid losses, the expense being 
unequally distributed, as finally resting upon the 
few men who do the really effective work. 

5. Lack of effective co-operation against 
fraud or arson. 

6. Unsystematic and wasteful methods of 
handling salvage. 


7. Unsatisfactory deaiing with problems of 
non-concurrency in policies. 

8. Loss of the valuable aid to be obtained 
from combined information and statistics. 

In asking co-operation in the matter 
of adjustments and kindred subjects, 
it is not intended to interfere with 
the employment by any company of 
their own special agents and adjusters, 
wherever they desire to use their 
services in the adjustment of their 
losses, which liberty must of course in 
any plan proposed be reserved for the 
companies, as is the case with the 
Committee of the New York Board of 
Fire Underwriters. 

It is not intended that this commit- 
tee should attempt any great system 
for simultaneous application to the 
whole of the United States, but that 
it should formulate a system for the 
establishment of central committees 
at convenient points where the in- 
terests involved are sufficiently large, 
and the local conditions are ripe for 
it. It would further aid all local move- 
ments having the same objects in 
view, something on the same lines as 
carried out by the New York Board of 
Fire Underwriters Committee, which 
is at present doing such valuable work. 

The committee of the National Board 
would act as an advisory committee to 
such central committee. 

The defects in the present system, 
already pointed out, suggest the re- 
forms which should be brought about, 
and which can be recapitulated in part 
as follows: 


1. Economy in time and expense. 
2. Concerted action as to discounting of claims. 
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8. Co-operation in resistance to aggressive or 
dishonest claims, and in the prosecution of In- 
cendiaries. 

4. The accumulation of statistics and infor- 
mation on all points connected with the losses 
and adjustments. 


In addition to the foregoing, your 
committee would consider the feasibil- 
ity of calling for the service of ex- 
pert and experienced adjusters to 
formulate rules to be recommended 
for adoption in the apportionment of 
non-concurrent policies. 

To give effect to the foregoing your 
committee recommends the following 


resolutions for adoption by the board, 
namely: 

Resolved, That this board approves 
in principle the recommendations of 
the Committee of Adjustments to se- 
cure co-operation on the part of its 
members in the adjustment of losses 
and of matters connected therewith. 

Resolved, That the committee be, 
and it is hereby, authorized to pro- 
ceed in the carrying out of such recom- 
mendations, subject to and with the 
approval of, the Executive Committee 
of this board. 





NEW HAMPSHIRE’S VALUED 





POLICY LAW EXPERIENCE. 








Of total losses amounting to $111,- 
000, paid by authorized insurance 
companies in New Hampshire in 1903, 
$399,000 was in settlement of total 
losses on buildings under the valued 
policy law. 

These figures are taken from the 
New Hampshire fire insurance report, 
in which the commissioner presents his 
annual defence of New Hampshire’s 
famous valued policy law. ‘This year, 
however, the commissioner admits 
that he is ‘‘practically alone among 
his fellow commissioners in his sup- 
port of this enactment,’’ but he con- 
tinues to ussert that the ‘‘record 
proves conclusively that there has 
been a most decided improvement in 
the fire insurance situation in this 
state since 1885.’’ 

We have examined the figures pre- 
sented in the report this year and 
cannot find any evidence therein of 
‘‘decided improvement in the fire in- 
surance situation in this state since 
1885.’’ On the contrary, so far as the 
insuring public is concerned, things 
have been steadily growing worse. 
From an average rate of $1.17 per 
hundred in 1886, just after the passage 
of the bill, rates in New Hampshire 
have steadily increased until in 1902-3 
they averaged $1.42. This steadily 
increasing rate is due to an equally 
steady increase in the rate of burning 


and also in the cost of inspection to 
the companies in order to avoid, so 
far as they can, the evil effects of the 
valued policy law. The record in 
New Hampshire shows, if it shows 
anything, that the valued policy law 
has operated to the disadvantage of 
its citizens. 

The commissioner’s defence of this 
measure, in which he admits that he 
now stands alone, is made year after 
year by a singular ignoring of the 
actual facts and by a hypothetical 
line of argument which has no bear- 
ing whatever upon the influence of 
the law upon the cost of insurance to 
the property-owners of New Hamp- 
shire, which is the only point at issue. 

The American public is long suffer- 
ing and kind and we presume that this 
is just as true of the citizens of New 
Hampshire as of any other state. But 
when New Hampshire property-own- 
ers awaken to the fact that the 
valued policy law—originally enacted 
to further the private quarrel of a 
particular person and defended year 
after year by a commissioner who 
ought to be urging its repeal—has 
steadily pushed up the cost of insur- 
ance to them, there will, in all proba- 
bility, be a revolt in public opinion. 

The insurance commissioner of New 
Hampshire is honest, no doubt, in his 
opinion, but if he would transfer his 
attention from the loss ratio to the 
cost of insurance to the people who 
pay the bills, it would, we believe, 
gradually dawn upon him that the 
valued policy law is not helping New 
Hampshire property-owners, but is 
steadily costing them money. 
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THE DEPARTMENT STORE AS A FIRE INSURANCE HAZARD. 





FROM A PAPER PREPARED AND READ BY HENRY N. BROOKS OF CLEVELAND. 


The average large department store 
nowadays represents all of the hazards 
incident to a great variety of mercan- 
tile and manufacturing industries, 
and is nothing more or less than a 
colonization of a large number of mer- 
cantile stores (including the varied 
hazards incident to each), under one 
roof, representing immense values in 
combustible materials of various 
kinds, which ure also very susceptible 
to heavy smoke and water damage. 
One large New York store advertises 
as having 135 complete departments. 
In Cleveland the largest department 
store claims to have 39 complete de- 
partments, while the Chicago house 
of Marshall Field & Co., the largest 
establishment of its kind on this side 
of the Atlantic and third largest in the 
world, undoubtedly exceeds all others 
in the number of their departments. 

A few facts relating to this immense 
store may prove of interest at this 
point as illustrating the magnitude of 
the subject before us. The buildings 
composing the risk have a combined 
floor area of over one million square 
feet, and the employes therein number 
about seven thousand hands. There 
are fifty-three elevators, all electric, 
operated in the case of each machine 
by a 35 H. P. motor. There are 35,000 
16 candle power incandescent, and 500 
2,000 candle power arc lamps, with 
2,000 extra outlets for special and local 
displays, besides 2,000 lamps in the dis- 
play windows on the street frontage. 
One can only conceive a fair idea of 
this immense power and lighting 
system by mental comparison. The 
combined electric light and elevator 
plant of this establishment would 
furnish lights for a city of the size of 
Toledo, Minneapolis or St. Paul. The 
water system supplies the 150,000 
gallons of water used daily. The 
largest private telephone exchange in 
the world is installed in this building, 
the capacity of the six operating 





boards being 400 lines. The refriger- 
ating plant has a capacity of fifty tons 
of refrigeration a day. ‘he pneumatic 
cash carrier system with its upward 
of 200 stations requires two 75 H. P. 
and two 40 H. P. motor-driven blow- 
ers to operate same. ‘This store is 
protected by automatic sprinklers, the 
installation comprising nearly 16,000 
sprinklers. 

When last in New York I was per- 
mitted to inspect all portions of the 
new Macy store, which is one of the 
most modern, and to my mind a model 
store, especially in its construction 
and protection as relates to the fire 
hazard. The building is nine stories 
high, with basement and sub-base- 
ment, there being all told over twenty- 
four acres of floor space. What dis- 
tinguishes this from other stores used 
for similar purposes are its design and 
construction as planned with refer- 
ence to reducing the dangers from 
fire and the safety of life. It was 
therefore decided to abandon the com- 
mon features of well holes and interior 
courts and to have unbroken floor 
areas; hence we have here at least one 
very large store which is free trom 
the ‘‘vertical hazard,’’ which is such 
an undesirable and hazardous feature 
in these large buildings. 

The building is of the most approved 
fireproof construction throughout. 
Stairs and elevators are enclosed by 
fireproof partitions. Even the escala- 
tors, or moving stairways, have been 
provided with fireproof partitions and 
rolling shutters, and each floor is 
divided into a front and rear part by 
fire wall with automatic double fire 
doors at each opening. The openings 
from sales floors out into the stair and 
elevator wells or lobbies are protected 
by automatic closing doors and also 
by rolling shutters. The great value 
of this subdivision of each floor and 
other precautions above mentioned is 
that it is expected that any ordinary 
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fire could be held and extinguished in 
any one of these sections of floors 
without damage to stocks in other 
sections of the building. For the dis- 
posal of the enormous quantities of 
rubbish and waste which collects in a 
business of these dimensions, two in- 
dependent chutes have been con- 
structed of heavy boiler plate with re- 
ceivers at each floor with iron sliding 
doors at various points with certain 
devices to prevent back draughts. In 
the case of spontaneous combustion 
in these shafts the fire would burn it- 
self out without damage to the build- 
ing. From the receiving chambers 
at the bottom, the waste is fed into 
a large crematory, and the heat from 
the combustion utilized for a number 
of boilers continuously. It has been 
found more economical to burn the ex- 
celsior, straw, paper and a large pro- 
portion of the packing cases, than at- 
tempt to dispose of this refuse in any 
other way, and hence the premises 
were found clean and free from such 
dangerous accumulations so often 
found in certain portions of these 
large stores. The premises are pro- 
tected throughout by an up-to-date 
automatic sprinkler plant. Outside 
of the automatic sprinklers, protection 
is afforded on every floor by ther- 
mostats, standpipes with hose at- 
tached, safety bucket tanks, fire poles 
and axes, mounted chemical extin- 
guishers and special fire alarm boxes. 
Twelve watchmen patrol the building, 
recording their movements on a time 
clock. The store’s private fire depart- 
ment includes a superintendent, chief 
engineer, the superintendent of each 
floor and a chief of battalion, who is 
also drill master. The department is 
organized on the basis of a separate 
company for each floor 

Now, just a few facts illustrative of 
the extent of the business transacted 
under this roof. It is stated that 219,- 
000 individuals have entered this store 
in a single day. The elevators can 
handle 40,000 people every hour. The 
restaurant hasa seating capacity of 
over 2,000 and averages 3,500 meals a 


day, and has served as high as 4,800 
meals in one day, there being 240 em- 
ployees in the restaurant and kitchen 
alone. In the cut glass and china 
decorating departments, I found over 
one hundred employed in the mechan- 
ical processes and no less than sixty 
power grindstones and emery wheels 
in operation. In other work depart- 
ments: fifty dressmakers and a large 
number of milliners; harness makers 
and workmen employed in picture 
framing, carpet and window-shade 
making, furniture polishing, etc., etc. 

Regarding some of the specific haz- 
ards which may be found in even the 
best regulated of these stores, would 
say that ina recent survey on the 
John Wanamaker New York store the 
inspector reported in part as follows: 

Sub-Cellar—Very large stock of 
crockery and gluss ware, household 
and woodenware; receiving, shipping 
ana packing, use large quantities of 
packing materials, straw and ex- 
celsior; mostly open under counters 
(no proper bins), packing material in 
room under side-walk, (about six bales 
each hay, straw and excelsior, open or 
baled); no proper cut-off to building; 
repair shop for lamps and gas stoves; 
kerosene oil for testing lamps and 
stoves; soldering pot; plumbing and 
steam fitters’ shop, etc. 

Basement—Lunch room for em- 
ployes, coffee urns and heaters; clean- 
ing and polishing silverware; two 
buffing wheels; six gallons oil for 
demonstrating lamps and_ stoves; 
candy department, gas stoves for boil- 
ing syrups, etc. 

Fifth Floor—Small printing office in 
connection with advertising depart- 
ment; restaurant, gas griddles, coffee 
urns, etc. 

Sixth Floor—Work-rooms for tailor- 
ing; millinery; furriers; suits, cloak 
and dressmaking; clock and watch de- 
partment; also carpet sewing and 
cutting; twelve gas stoves on stands, 
also a number of gas stoves not prop- 
erly set; 400 hands employed in these 
work-shops. Kitchen for restaurant, 
also bakery, etc. 
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Attention is also called to constant 
changing of departments which neces- 
sitates the constant employment of 


mechanics. In the case of Siegel, 
Cooper & Co.’s store, we note that 
they have in basement a barber shop, 
bakery and small laundry with drying 
rooms; and on upper floors we find be- 
sides the occupancies usual to these 
stores that they have a laboratory 
where the extracts and syrups for the 
drug department are made; general 
repair shop with power lathes; polish- 
ing wheels; buffing machines; benzine; 
rubber cement, etc.; nine hands em- 
ployed. In the roof structure a photo- 
graph gallery and conservatory, and 
salesroom for plants and cut flowers; 
and between the towers on the roof a 
carpenter shop where seven hands are 
employed. 

I would call special attention to the 
necessity of closely inspecting the so- 
called department stores of the large 
towns and villages. Such stores asa 
rule have not the system and protec- 
tion necessary to their safety, and the 
hazards of the various occupancies of- 
ten found therein are not fully appre- 
ciated by the assured. 

A short time since an agent in one 
of our Ohio towns said the rate of 
their largest store had been doubled 
and the owner was very much dis- 
satisfied and wished me to look over 
the risk with him and see what a nice 
risk it was, being confident that from 
such inspection I would see that an 
injustice had been done. I went with 
the agent to the premises and he and 
the proprietor showed me through the 
first and second floors which were oc- 
cupied as their salesrooms and which 
were found very neat, clean and at- 
tractive. The agent thought I had 
seen all that was necessary and started 
to leave, but I desired to see the base- 
ment and upper floors and had him 
go with me. 

The basement was crowded, not 
well kept, and a considerable amount 
of packing material, cases and other 
inflammable matter therein, extend- 
ing out into areas both front and rear 


of building, over which there were 
open gratings through which cigar 
stubs, matches or sparks could easily 
ignite such combustible material. A 
freight elevator (hand-power) ex- 
tended from basement to upper 
floors, being enclosed on the first and 
seond floors, but open in basement and 
upper floors, forming the best possible 
flue to conduct fire from basement to 
the upper floors. 

The upper floors were found crowded 
with furniture and woodenware, 
baskets, etc., piled to the ceiling. On 
one floor we found several men at 
work: repairing, finishing and up- 
holstering furniture, such portion 
being very untidy and warmed by a 
stove, with a coal oil stove for heating 
glue. No regulations relating to oily 
rags. On another floor was a tin shop 
employing three hands, with gasoline 
soldering pots. Also a general work 
room, where shades and carpets were 
made, and also picture framing done 
in asmall way. No individual fire 
protection provided in any portion of 
the risk. When we were through 
with our examination of the risk, the 
agent concluded that the rate, to say 
the least, was certainly low enough. 
As a matter of fact he had no idea as 
to the hazards contained therein. 

Department store risks must he 
selected with care and such thorough- 
ness given to the inspection of all 
such risks, that they may be fully 
understood and reported upon—and 
more than ordinary care on the part 
of the office examiners in looking into 
and knowing the hazards of each risk 
under consideration, is essential, in 
order that proper judgment may be 
exercised in deciding as to which risks 
can be accepted and as to which must 


be declined in order that the class may 
show a profit to the company. 


INTERESTING EXPERIMENT IN INSTRUCTION. 


The New York Fire Insurance Exchange has 
opened a class for the instruction of its inspec- 
tors by means of a course of lectures from prac- 
ticalinsurance men. The object is to give these 
men, who come in contact more or less with the 
public, a better view of fire insurance ques- 
tions, as well as more technical knowledge re- 
garding the inspection and surveying of risks. 
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PROPOSED GOVERNMENTAL BUREAU OF FIRE PROTECTION. 


WRITTEN FOR. THE JOURNAL OF INSURANCE EcoNomics By W. H. MERRILL, JR. 


From an economical standpoint the 
United States government should 
establish a bureau of fire protection. 
Its war department, its navy depart- 
ment and its department of commerce 
and labor at present all pass upon 
problems of fire protection independ- 
ently of each other. The war depart- 
ment purchases large quantities of fire 
extinguishing, fire retarding and fire 
signaling appliances for use in govern- 
ment properties and perhaps details 
an expert on army maneuvers to make 
the selection. The navy department 
purchases similar supplies for its 
yards and battle ships after tests con- 
ducted perhaps by one of its experts on 
explosives. The department of com- 
merce and labor not only purchases 
supplies on its own account but 
through its inspection bureaus gives 
advice on the protection of life and 
property against loss by fire in the 
property of others. In the steamboat 
inspection service, for instance, it 
establishes requirements along these 
lines, without perhaps having an al- 
together comprehensive or proper 
basis for such requirements. 

The result is naturally a confusion in 
governmental rulings and apparently 
an indiscriminate number of docu- 
ments and papers in the hands of pro- 
moters of fire appliances showing ap- 
provals, quasi-endorsements or polite 
references on the part of government 
officers or employees to devices possess- 
ing widely varying degrees of.merit, 
which documents serve the promoters 
successfully in impressing the public 
with the efficiency of their wares. We 
all, I take it, prefer to think that 
whatever the government does is 
right. We prefer to have our govern- 
ment organized and conducted so that 
in all of its detailed work we may feel 
that its rulings are given after care- 
ful, thorough and competent investi- 
gation. There are those of course who 
are aggressively critical of all laws and 


governmental rulings, but the people 
who own property and who wish to 
safeguard it and the lives of its tenants 
against loss by fire and the people who 
are interested in a similar protection 
for government property prefer to 
think, I take it, thata governmental 
endorsement of a three-gallon hand 
chemical extinguisher, for instance, is 
a fairly satisfactory guarantee of its 
efficiency. 

And yet we find government prop- 
erty containing extinguishers which 
may operate to cause injury to the 
user, extinguishers on board of steam 
vessels containing no charges, and 
some uncertainty in various depart- 
ments as to just what a chemical ex- 
tinguisher should be anyway. I do 
not believe that a lieutenant in the 
active service of the army should be 
called upon to turn himself into a fire 
protection engineer on two days’ no- 
tice. I believe that the facts as they 
exist are owing to this sort of ad- 
ministration and not to any inefficiency 
or lack of ability to perform the work 
for which they enlisted on the part of 
the men of the departments. There 
are a number of very competent en- 
gineers in both the army and navy 
service who could undoubtedly take 
charge of fire protection work and 
make a success of it if they were given 
the opportunity and the means, but 
they cannot be expected to master all 
of its details on a week’s assignment 
to special duty along these lines. 

Then why not a government bureau 
of fire protection? We have a govern- 
ment bureau of standards to tell us all 
about weights and measures and to 
determine for us to five and six 
decimal points the exact deficiency in 
the merchant’s yard stick. We have 
a government weather bureau, main- 
tained at a considerable cost to give 
vessel owners and farmers useful in- 
formation and to tell dwellers of the 
cities whether to carry an umbrella 
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or not. We havea census bureau to 
tell us how many we are, a penison 
bureau to pay the deserving veterans, 
a patent office to protect us in our 
valuable thoughts, and a score of 
other departments and bureaus for 
various services, but no one to turn 
to help us in the problems which the 
Gen. Slocum and the Iroquois disasters 
and the Baltimore, Rochester and 
Toronto conflagrations bring home to 
us. 

While, of course, the establishment 
of such a bureau would not immedi- 
ately and of itself make answers to 
all of our inquiries forthcoming, still 
I think it would help enormously. 
No one can read of either the Iroquois 
or the Slocum horrors without im- 
mediately considering whether or not 
those near to him are subject to like 
perils. And in his own unenlightened 
way he reaches a conclusion and 
adopts a preventive of his own de- 
vising. Within seven days after the 
Iroquois fire it was impossible to buy 
a piece of fire fighting apparatus for 
domestic use in the city of Chicago. 
The entire stocks were sold out. Good, 
bad, poor and indifferent, they were 
all taken, and in the breast of many 
a Chicagoan today there reposes a 


false sense of security occasioned by a 
tin can painted red—always painted 
red, of course—reposing in the closet 
under his front stairs and for which 
he allowed himself to be separated 
from a number of dollars. 

I have said that he had no one to 
turn to. It might, perhaps, without 
undue conceit, be said that the under- 
writers laboratories have done some 
work along these lines. But Ido not 
take it that the insurance companies 
are at present contemplating expert 
inspection of all dwelling houses with 
a view to laying out fire protection 
equipments in all such risks—nor that 
they would direct the expenditure of 
any of the laboratories’ funds for test- 
ing the bouyancy of life preservers or 
the efficiency of panic proof doors. It 
is a larger ques‘ion than one of fire 
insurance. It is a question of the 
general good. The government main- 
tains at great expense an army and 
a navy to protect our lives and our 
property against foreign invasion. 
But what of our strongest enemy, 
fire, which reaps an annual harvest of 
hundreds vf lives and hundreds of 
millions of dollars? So again, why 
not, to begin with, a government 
bureau of fire protection? 





FUTILITY OF SCHEDULE RATING WITHOUT REGULAR INSPECTION. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY R. M. RITCHIE. 








The schedule as a rate reducer has 
proven a great success, but as a re- 
ducer of hazards its success is not so 
apparent. In the article ‘Fire In- 
surance Experience and Rates During 
1903,’’ in a recent number of your 
valuable journal, occurred the passage 
‘“‘A further drop in-the average rate 
seems certain this year. The sched- 
ules are getting in their work—al- 
though under the schedules the re- 
duction in rate is supposed to be ac- 
companied by a corresponding re- 
duction in hazard.’’ 

Why has not this been the case? 
My answer would be ‘‘insufficient re- 
inspections.”’ 





Some of the best minds in the coun- 
try have been employed in formulat- 
ing the various schedules now in use 
by the companies, and every known 
hazard has been taken up and cared 
for, but the results desired can only 
be obtained through constant  in- 
spections and re-inspections in detail 
by men who work with a clear under- 
standing of the schedules and their 
intent in particular, as outlined by 
those who construct them. 

The average compact manager or 
inspector has a large field to look af- 
ter. He may have an assistant who 
is capable of handling the schedules 
with judgment, but usually the in- 
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spector does the work himself. He 
applies the schedule toa risk and on 
account of numerous deficiencies a 
high rate is the result. The assured 
is given a copy of the schedule and is 
told that if he improves he will be 
given credit. He places in his risk 
barrels of water and pails, shaving 
conveyors from his machines, stand- 
ard fire doors, approved oily waste 
cans, and a dozen other things. Mr. 
Inspector finally gets around to the 
risk, passes on the improvements and 
makes the reduction in rate. ‘‘The 
schedule has gotten in its work.”’ 
Now, it is physically impossible for 
this inspector to re-inspect this risk 
within a year, possibly two years, 


(this applies to hundreds of cases) . 


and in the interim the assured, whose 
business is that of making sash and 
doors or what not, and to whom in- 
surance is a secondary consideration, 
has allowed the barrels to become 
empty;. the blower system breaks 
down and he has not had time to 
repair it; the fire doors have become 
jammed and cannot be closed, and the 
waste cans are used to catch drippings 


through a leaky roof; so that the con- 
ditions that existed at the time of the 
reduction in rate are changed —and 
for the worse. 

The result is obvious. ‘lhe sched- 
ules, insomuch as they measure the 
hazards, are a success, but the net 
result to the companies is a failure 
in a great many instances, because 
there are not enough men to look 
after what is designated ‘‘a mere mat- 
ter of detail.”’ This matter of detail 
is all-important. It is the strongest 
point in the make-up of a schedule, 
and unless special attention is given 
to it in its application, its value as a 
medium for the reduction of fire 
waste is greatly lessened. 

Schedule rating has come to stay, 
and deservedly so. True, it is still 
in its experimental stage, but if, at 
the outset, the companies will place 
enough efficient men in the field to 
make these necessary re-inspections, 
and utilize the army of special agents 
to check up and report irregularities 
to the inspection offices, the tend- 
ency toward a lower rate level will 


undoubtedly be accompanied by a 
tendency toward a lower loss ratio. 





INTERESTING ESTIMATE OF LARGE CITY CONFLAGRATION COST. 





The manager of the Western Factory 
Association, Albert Blauvelt, has 
made an interesting computation as 
to the cost of the conflagration hazard 
in large cities. He proceeds to his de- 
duction by estimating, in the first 
place, that the average insurable 
property in the congested districts 
of forty leading cities since 1860 is 
about 3 9-10 billions of dollars. 

Proceeding upon this assumption, he 
takes all conflagrations in large cities 
in excess of 5 per cent. of the national 
fire waste and finds that the average 
property destroyed amounts to about 
$11,000,000 annually. Charging this 
past average conflagration cost against 
the average insurable values for the 
same period, he concludes that the 


conflagration cost has been 25 and 30 
cents per hundred dollars at risk. 

Mr. Blauvelt contends, however, 
that this average cost of the past can- 
not be accepted as an accurate in- 
dication of the present or future cost 
of the conflagration hazard, for he 
says that this liability has been greatly 
increased, owing to the fact that city 
fire department control has become 
much restricted in view of the in- 
creased height of buildings, and also 
because the congested values afford 
opportunity for greatly increased loss 
in a single conflagration. This in- 
creased hazard, he estimates, is cer- 
tainly 25 per cent. of the former 
hazard, and making allowance for this 
fact, he deduces a total conflagration 
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cost to provide for future contingencies 
of from 30 cents to 37% cents annually 
on each one hundred dollars at risk 
in congested districts. This, ap- 
parently, he would consider a fair ap- 
proximation fora conflagration charge 
in rating schedules applied to city 
business districts. 

He points out, however, that out- 
side of the insurance question, there 
is a conflagration loss which is un- 
insurable, such as stoppage of trade, 
loss of wages, records and art col- 
lections, etc., not intrinsically insur- 


able. He believes that if these un- 
insurable values were included, which 
he thinks would certainly equal the 
values in the insured property, a con- 
flagration charge would be produced 
against the community of from 60 
cents to 75 cents per annum on each 
$100 of value. Mr. Blauvelt therefore 
concludes that interested municipal- 
ities could afford to expend directly 
or indirectly 60 cents to 75 cents 
annually on each $100 of insurable 
congested values, if they could se- 
cure thereby practical permanent 
immunity from conflagration. 








SCHEDULE RATING A QUARTER OF A CENTURY AGO. 








Schedule rating is commonly re- 
garded as a modern improvement in 
fire insurance and an outgrowth of 
recent underwriting thought, but that 
it was in vogue in some form in 1873 
is evidenced by a statement made in 
the report of the commissioner of 
Massachusetts for that year. 

The then commissioner, Julius N. 
Clark, was commenting upon the 
lessons which had been taught fire 
underwriters and property-owners as 
the result of the great Chicago and 
Boston fires, ‘‘due in some degree to 
the spirit of the times which is so 
largely scientific in its utilization of 
principles and results, but more largely 
to the fact that the two great fires of 
Chicago and Boston have convinced 
all underwriters that the systems hith- 
erto adopted for determining the rela- 
tive worth of any given hazard are not 
always to be depended upon.”’ 

The commissioner has _ reference 
here, of course, to the flat rate. Con- 
tinuing, he says: 

The method now generally adopted in all 
large cities of the country is to judge of and fix 
a price for each risk upon its own merits. On 
this equitable principle the system of what is 
called ‘‘schedule rating” is founded. The various 
local boards of underwriters have adopted as a 
standard of comparison a theoretical fireproof 
building combined with an occupancy to which 
little or no physical hazard attaches. By this 


standard the various buildings in a city, as well 
as the varied forms of occupancy, are judged 


and relatively rated. Thus, although opinions 
may differ as to the degree of hazard involved, 
an approximately equitable adjustment of 
charges may be obtained by which the burden 
of exceptionally high rates may be placed where 
it properly belongs. 


This sounds much like what is said 
today on schedule rating, and makes 
us feel that after all we are not very 
far along the line. It seems to show 
that progress is slow, and yet, asa 
matter of fact, we are far ahead today, 
not only in the extent to which sched- 
ule rating is in use, but in the system 
upon which it is applied; that is to say, 
schedule rating, as a science, has de- 
veloped to a pretty high state of 
efficiency. 


DISCRIMINATING CONTRACTS VOID. 


The circuit court at Milwaukee, Wis., has 
rendered this interesting decision, namely ;— 
that a eontract between a labor union and an 
employer which prohibits the latter from em- 
ploying non-union working men is void because 
it is class discrimination and strikes at the right 
of contract between the laborer and the em- 
ployer. The court holds that such agreements 
tend to create monoply and are therefore unlaw- 
ful and void. 

The interest and general application of this 
decision lies in the fact that contracts with con- 
sumers for dealing only with certain specified 
commodities, including insurance, are quite 
common, and the general acceptance of this 
decree by judges would, it seems to us, tend to 
interfere with contracts which have heretofore 
been regarded by many as advantageous and 
lawful. 
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HOW FIRE INSURANCE COMPANIES ARE TAXED IN ALABAMA. 





J. L. DEAN BEFORE THE ALABAMA AGENTS’ ASSOCIATION. 


Are companies taxed too heavily? 
I answer Yes and No. To be able, 
however, to intelligently discuss this 
matter, we must needs know what 
this license and tax amounts to. 
Sixty companies have established in 
128 cities and towns of Alabama 404 
agencies. 

For purpose of illustration we will 
Suppose a company desires to enter 
the state for business and wants to 
cover the state with its agencies. 
What would be the cost? 


STATE. 

State licemse.cccceccoccccccecscccccccse $100.00 
State license for 1 agent in 128 cities 

and towns at $3.50 each. ...eceseceee 448.00 
State tax 1 per cent. on gross premi- 

ums. 60 companies in 1902 received 

gross premiums $1,959,396, being an 

average for each company of $32,656, 327.00 





Average per cent. .027—totalstatetax $875.00 


CITY. 
Birmingham ....0. .eeeseccee $200.00 
BONG cedecs cintescccccccass $3000 
Montgomery ..ccccccccccceee 400.00 
BONES cccese cuss ccsscesesees 250.00 


Total 4 cities........+ee. $1,100.00 
49 cities and tOWNS..-ces cece 900.00 
a 000.00 





Average per cent. .06—total city license $2,000.00 


Average 1902 per cent. .087—total state 
aud city license..ccce seccee cocceeces 92,915.00 


So much for Alabama’s license and 
tax laws. For purpose of comparison 
let us use the same illustration for 
North Carolina, her laws being con- 
sidered as the fairest of any state in 
the South to the companies and the 
state. 


TONED TIGURSO «606606 coesivscescscccsse QRVLO 


State license for 1 agent in 128 cities 
and towns at $1 each..ecces scccee cece 128.00 
State tax 24 on gross premiums, 60 
companies average, 1902, $32,656 as 
explained above at.cccocccccce cocces 816.00 


Average per cent. .035—total tax for 
Ontive Sth. cccccc cccosecceccoocce O1,144.00 


On basis of 60 companies the fore- 
going shows an average cost: 


Alabama ..cccoe cocces soccee $2,819.00 
North Carolina..cccscccceseee 1,144.00 


Alabama €XC@SS .ccce. sees $1,731.00 





Alabama’s rate per cent. .087; North 
Carolina’s rate per cent. .035. Let us 
now look at the fire insurance busi- 
ness of Alabama for 1902: 


STATE. 
60 companies doing business in the 


state, each paid license of $100...... $6,000.00 


60 companies paid state tax of 1 per 
cent. on gross premiums of $1,959,- 
SOG vccwcs connec cosecccasccscccoscee 1050400 


60 companies paid license of $3.50 each 
on 1,500 agents’ certificates......... 5,250.00 





Average rate per cent. .016—total 
CORDS DEE cndikkc c00cies cteces.ccsecics« OSES 


CITIES. 

56 companies paid Birmingham 

$200 each..ccccce rccccecese $11,200 
53 companies paid Mobile $250 

CACD wcccccccccccceccsccces: 18,250 
48 companies paid Montgom- 

ery $400 each.cccccccceccce 19,200 
34 companies paid Selma $250 

each eeeeseeees Ceeeesseeeees 8,500 





Average rate per cent. .027—totul 4 
CHISS ccc scccssccsocedeccocccssecce QO2, 100.00 


Companies paid 49 cities and 
TOWNS . coos ccccceccccccccce $10,044 





Average rate per cent. .007—total 49 
TOWNS . ccoccccccccceccccceccoecccccs 15,544.00 


— 





Average rate per cent. .05—total state, 
City and tOWNS . .ccces ceccee seccees $98,038.00 
The following facts are taken from 
Deputy Insurance Commissioner E. 
R. McDavid’s Alabama Insurance 
Directory for 1903: 


Rate 
Premiums Total Per 
Cities. Received. License. Cent. 


Birmingham ........ $414,000 $11,200 .027 
Mobile ...ccce ccccece 322,000 13,250 .041 
Montgomery ....+ee- 250,000 19,200 .077 
Selma .cccce coccccce 70,000 8,500 .121 


Total 4 cities.... $1,056,000 $52,150 
124 cities and towns. 903,396 15,544 .017 








Totals ....0. see0 $1,959,396 $67,694 
We return to the query: ‘‘Are com- 
panies taxed too heavily?’’ The ques- 
tion should have been, ‘‘Are the busi- 
ness men and property-owners taxed 
too heavily ?”’ 


AMERICAN INSURANCE IN ENGLAND. 


The following American companies are now 
doing business in Great Britain: Equitable Life 
of New York, Insurance Company of North 
America of Philadelphia, Mutual Life of New 
York, New York Life, Phenix Fire of Hart- 
ford, Preferred Accident of New York. 
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PRUDENTIAL’S CONTROVERSY WITH WISCONSIN COMMISSIONER. 


The interesting controversy be- 
tween the Wisconsin insurance com- 
missioner and the Prudential Insur- 
ance Company of Newark is doubtless 
quite familiar to the readers of this 
magazine. Commissioner Host under- 
took to make an exhaustive exam- 
ination of the Prudential Company, 
employing for the purpose a well- 
known and trustworthy consulting 
actuary in New York City, who was 
given carte blanche to draw upon the 
company for sums deemed necessary to 
cover the expenses. During the ex- 
amination the company protested 
against the continued payments called 
for, but made them when informed by 
the commissioner that its license 
would be revoked unless the bills were 
paid. 

When the examination was com- 
pleted the total cost exceeded $21,000. 
During its course the commissioner 
tlso sought for special information as 
to the Fidelity Trust Company of New- 
ark, a curporation closely associated 
with the Prudential; but its officers de- 
clined to permit such a scrutiny 
and the commissioner decided to re- 
voke the license of the Prudential. 

To prevent this, a restraining in- 
junction was secured. The Prudential 
in the meantime brought suit against 
the commissioner to recover for ex- 
cessive examination fees. The com- 
missioner brought counter’ suits 
against certain Wisconsin papers for 
libellous attacks against his integrity 
made in connection with the contro- 
versy with the company. ; 

In the evidence brought out in these 
legal proceedings the following in- 
teresting facts were adduced—namely, 
that the total cost of the examination 
was $21,024; some $13,000 went to pay 
the consulting actuary and his asso- 
ciates, while the balance was paid to 
various state officials of Wisconsin for 
services alleged to have been ren- 
dered. The testimony showed that the 
examining actuary was paid $35 per 


day for his work and $5 additional for 
expenses. Of the money paid, $6,815, 
it was testified, went to appraisers, of 
whom nearly seventy were employed 
by the examiner, who traveled over 
the country appraising the property 
owned by the company. 

Of the money paid to state officials, 
$759 went to the attorney-general for 
examining titles. His allowance was 
$35 a day and $5 for expenses. The 
insurance commissioner received $1,- 
152 for supervising the examination, 
being paid at the rate of $25 a day and 
$5 for expenses and mileage. The ac- 
tuary of the insurance department 
was paid $1,498 or $20 per day and $5 
for expenses. The sum of $1,013 was 
also paid to an examiner connected 
with the insurance department who 
spent about seventy days in New York 
and was allowed $10 per day and $5 
for expenses. Another department 
employe, the deputy commissioner, 
received $832, at the rate of $10 per 
day and $5 for expenses. 

These sums received by state of- 
ficials and employees were in addition 
to regular salaries... The company, in 
its suit to recover the cost of the ex- 
amination,cites a state law specifically 
limiting the per diem charges to $5 
per day, and claims that the rates 
charged, therefore, were excessive. 

These are the facts of the case. The 
merits of the controversy have been 
variously discussed from many points 
of view. As to the cause of the ex- 
amination made at this time, we find 
that stated by the commissioner to be 
“the plan by which the capital stock 
of the Prudential Insurance Company 
was to be concentrated and the con- 
trol of the company said to have been 
placed with the Fidelity Trust Com- 
pany of Newark, N. J.” 

The question of this connection 
between the Prudential and Fidelity 
Trust has been much discussed. By 
many it is called ill-advised, by some, 
illegitimate. The Journal of Insur- 
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ance Economics has considered it in 
much detail and has not found any 
point of criticism which would not 
apply to other companies with equal 
force where similar relations existed 
—and there are many companies 
directly interested in the business and 
success of associated financial cor- 
porations. Nor have we been able to 
find anything dangerous to the Pru- 
dential in this mutual interest, pro- 
vided, as it has been constantly as- 
sumed even by the critics of the 
proposition, that the present manage- 
ment of the company is a safe and 
able one. It has always seemed to us 
that the good or evil of the connection 
revolved about the skill and integrity 
with which the two institutions are 
managed. If the management of 
both is good, the connection will be 
safe and beneficial to both corpora- 
tions; if the management is bad, 
however, in one or both, it will be 
dangerous for either. Nevertheless, 
we believe that the fact of this re- 
lationship should be given due pub- 
licity, and that criticism of any wrong- 
ful tendencies which may come out of 
such a connection is legitimate and 
timely. 

The Wisconsin commissioner states 
that the examination was made be- 
cause he wished to know something 
about the relation between the Pru- 
dential and the Fidelity Trust. this re- 
lation, in his opinion, being against 
public policy. We cannot, therefore, 
understand why he subjected the com- 
pany to an exhaustive and expensive 
examination for this purpose. Infor- 
mation in regard to this central fact 
seems to have been the last thing 
which the examiners sought, and not 
until it was completed and the balance 
paid apparently, did the demand for 
facts concerning the relations of the 
Prudential and the Fidelity become an 
important factor in the situation. If 
the Wisconsin commissioner had an 
honest purpose behind his move, we 
cannot understand why he should 
subject the company to a $21,000 ex- 


amination, when by direct means he 
could have reached the point he 
sought with trifling expense. 

The circumstances inevitably lead 
to the suspicion, whether justified or 
not, that the commissioner seized the 
opportunity to needlessly impose an 
expensive examination upon the com- 
pany, and this conclusion will be 
fortified by the substantial fees re- 
ceived by the commissioner and his 
political associates in Wisconsin out- 
side of the regular compensation from 
their employer—the state. 

Under the circumstances, our sym- 
pathies are with the company in this 
controversy. The commissioner’s 
methods, if not his motives, contrast 
very sharply with those of the Massa- 
chusetts department which has settled 
the whole matter regarding the re- 
lations of the Prudential and Fidelity 
Trust without any cost whatsoever to 
the company and in a manner satis- 
factory to the department. 


AN INTERESTING ORDER. 


It may seem rather singular that some of the 
big New York life insurance companies have 
felt obliged to issue a notice to agents, clerks 
and all employes that gambling at any time, 
attendance upon race courses, etc., will lead to 
dismissal. 

It is a unique and unusual order, but the 
occasion for its issuance is doubtless imperative. 
It by no means follows that any considerable 
number of those employed by these companies 
are given to gambling, a habit, by the way, 
which is one of the worst forms of vice to which 
the American character is addicted; but it does 
indicate an appreciation of the fact that the 
representatives of life insurance companies, 
above all others, should be clean and circumspect 
in their habits. 

Life insurance companies do not want to be 
represented, particularly in the field, by men 
who frequent race courses, bucket shops or 
gambling houses of any description. We doubt 
not that some agents do this for business pur- 
poses, but it has a bad effect, not only upon the 
agent himself, but upon the company which he 
represents. 

This order must be welcomed and applauded 
because it indicates that life insurance is steadily 
advancing as a profession, and that its repre- 
sentatives must constantly meet higher and 
higher standards of character and intellectual 
ability. 
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COMMISSIONS OR SALARY COMPENSATION TO SOLICITING AGENTS. 





Some interest has been excited by 
recent symposiums in the ‘‘Insurance 
Press’’ discussing the relative value 
of commission or salary as a method 
of compensation for life insurance 
agents. The majority expressing 
opinions upon this question favor 
emphatically commissions as opposed 
to salaries. They do so on the ground 
that it is better for the agent, inas- 
much as it stimulates his ambition to 
do business, enables him, where he is 
enterprising, to reap larger returns, 
and in fact, more equitably com- 
pensates him for the effort expended. 
We find many statements from gen- 
eral agents who have tried both sys- 
tems, and in these cases the testimony 
seems to be always in favor of the 
commission plan. In other words the 
salary plan, so far as tried, seems to 
have produced results less satisfactory 
than a commission compensation. 

The position of those who advocate 
salaries is perhaps best stated by 
W. D. Wyman of Chicago: 

With rare exceptions, there are, in my opin- 
ion, few men who would not make greater 
progress under commission compensation than 
under a fixed-salary compensation. There are 
many men to whom it is wise to give advances 
against future commissions. Most men who 
can be interested to enter the life insurance 
business have no money on which to live. If 
they are concientious, honest men they are li- 
able to become greatly distressed about their 
current expenses unless they receive some as- 
surance from the general agent under whom 
they work that these expenses will be met, 
though the commissions on the business which 
they may write may not materialize for a little 
time. I believe a small territory well cultivated 
under the old general agency system will pro- 
duce for the company the most satisfactory re- 
sults in the end and will secure and retain in 
the service of the company a high class of men. 

It will be seen that Mr. Wyman, 
while advocating the commission 
basis of compensation, nevertheless 
favors the making of advances to 
agents, thus recognizing what is asa 
matter of fact the general practice, 
a compromise between commissions 
and salaries. We believe it is true 


that in ninety-nine cases out of a 
hundred, the general agent or com- 
pany employing a solicitor today gives 
him a guaranteed advance which is 
practically a salary, covering any- 
where from two or three weeks to 
as many months—perhaps longer. 

In some cases, undoubtedly, this 
system of advancing continues quite 
steadily, being always, however, a 
lien against the commissions. The 
general agent or the company will 
not, of course, continuously make 
these advances unless they are event- 
ually covered by the commissions. 
But it is undoubtedly true that it 
takes at least six months for some of 
the best men to getinto working 
order, and in the meantime it is quite 
necessary to give them the ad- 
vantage of a steady income, partic- 
ularly where they are taken from 
other vocations in which they have 
received regular salaries. 

The fact is that the advance which 
is really a salary, is necessary in order 
to bring the best class of men into 
the business. A guarantee sufficient 
to cover living expenses while the new 
solicitor is working up his field and 
developing his talents, will offer in- 
ducements to men to enter the busi- 
ness where a purely contingent com- 
pensation would act as a great dis- 
couragement. 

Nevertheless, no active, successful 
solicitor would perhaps care, after he 
had become such, to work on a salary, 
for the guraranteed income necessarily 
carries with it less compensation in 
the long run to the man who is really 
able to write a good business. There- 
fore, as soon as he gets well estab- 
lished, the successful solicitor prob- 
ably prefers the commission basis. 
The man who is a failure, it is hardly 
necessary to say, is always looking 
for the advance, and when he is 
through with one company on this 
basis, he tries another. Out of this 
Situation has grown the so-called 
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“‘rounder,’’ against whom protective 
measures are now being taken so gen- 
erally throughout the country. 

The salaried system, however, has 
its defenders and we find this ex- 
pressed most clearly and emphatically 
in the words of R. E. Ferguson of 
Toledo who says: 


That most of the remaining evils in life in- 
surance work would be eliminated if the com- 
panies generally would employ all their agents 
on a salary basis; 

That companies would secure many good re- 
putable men whose ability as salesmen is recog- 
nized by leaders in other lines of business who 
are willing to pay good salaries for good men; 
many such men will not leave a comfortable 
and steady income for the uncertain commission 
income; 

That the life insurance agent, asa trusted, 
salaried representative, would be free of the 
stigma of “ peddling,” his advice and argu- 
ments would be looked upon with less feeling 
that every statement he made was purely for 
personal interest, companies would not then al- 
low every man out of work to take a rate book 
and inflict his ignorant methods and frequently 
harmful statements upon prospective appli- 
cants ; 

That the! salaried agent would be just as 
anxious to reach a higher salary through good 
work as to get larger commissions; those who 
would not would be rapidly and justly weeded 
out; 

That the concientious salaried agent would 
realize that his time was not his own to waste; 
the commissioned agent may waste his time if 
he likes; a salaried agent would not be likely to 
give away a part of his salary to get business, 
and would not be expected to do so; 

That a half-dozen splendid fellows under a 
salary of, for illustration, $1,800 a year, would 
accomplish more lasting good than twice as 
many mediocre men at $900 a year; 

That agencies would be sought as positions of 
highest honor by strong men, who would feel 
pride and responsibility in maintaining the high- 
est plane of reputation for their companies; the 
public would go to offices for insurance much 
more than at present. 

That ten years of general salaries and no 
commissions, salaries to be increased as rapidly 
as efficiency and results would warrant, would 
revolutionize the feeling toward life insurance 
agents, provided, of course, that executive de- 
partments are really in earnest in their desires 
to better conditions. 


This is an advanced view and yet 
there is much in what Mr. Ferguson 
says which our judgment approves. 
This magazine has already stated that, 
in its opinion, the tendency will be 


as the character of the men employed 
improved, to put them upon the sal- 
ary basis in many if not all cases. In- 
deed, both companies and general 
agents are getting away from the pure 
commission contract. The universal 
system of compensation today is a 
combination of salary and commission. 
If, in the evolution of the business, we 
have advanced from pure commission 
to a combination of salary and com- 
mission, it is not unreasonable to as- 
sume that in time the pure salary will 
be quite largely in vogue, that salary 
varying as it does in other vocations 
in accordance with the character and 
amount of the work rendered. 





ADVERTISING AS AN ANNUITY. 


There are many signs of reform in the 
atmosphere, so far as company advertising in 
insurance journals is concerned. Much of the 
old dead wood advertising is being weeded out, 
aud at the same time a new and more rational 
system established for the placing of this patron- 
age. Perhaps no better evidence of what the 
old—and we hope rapidly passing—system of 
company advertising in insurance meant, could 
be furnished than the story recently told of the 
insurance executive who informed the repre- 
sentative of one of the papers that the company 
had decided to cut down its appropriation one- 
half. 

** Why,” said the insurance journalist when he 
had recovered from his surprise, and with a 
touch of hopeless resignation in his voice, ‘I 
had begun to count on the advertising revenue 
of your company as a sort of annuity.” 

This is just about what much of the advertising 
placed under the old plan amounted to. It was 
not really advertising, it was more of a pension 
paid under that form. But a new spirit is mov- 
ing over the face of the waters. The annuities 
and pensions are fast disappearing. Companies 
are beginning to demand real advertising value. 
This demand can and will be met. 


PROFIT-COST IN LIFE INSURANCE. 


Life insurance, like any other commodity, is 
sold for more than cost. Unlike any other com- 
modity, all profits are returned the purchaser. 
Again, and unlike any other commodity, the 
selling price is practically the same. Companies 
differ in cost of production. The less such cost, 
the larger the profits returned to the purchaser. 
The larger the profits returned, the less the cost 
to the purchaser.—Exchange. 

Life insurance is not only the greatest business 
in the world, but itis also the greatest profes- 
sion in the world.— Wilbur 8S. Tupper. 
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TREND OF THE PUBLIC’S ATTITUDE TOWARD LIFE INSURANCE. 


Here is a genuine, heartfelt letter 
written by a satisfied policyholder to 
an agent: 


I feel so well satisfied with my policy in the 
company that I wish you could induce 
me to take out some more. 





How many agents receive letters of 
this description? Not many. Never- 
theless it shows an attitude of mind 
towards insurance which is typical of 
the twentieth century. It is pretty 
safe to say that insured people as a 
whole are so well satisfied with insur- 
ance that they can easily be induced 
to take more where they can afford it. 
Indeed, one of the richest fields for the 
insurance solicitor is the increasing of 
insurance on lives already covered. 

Almost everybody nowadays is pro- 
tected by insurance, but usually they 
are not protected enough. Sometimes, 
alas, they are protected too much. 
And here we have a weakness in life 
insurance resulting, as in fire under- 


writing, in over-insurance and in- 
crease in the moral hazard. 

The great mass of people, however, 
take out too little insurance to cover 
their productive powers. The obliga- 
tion to insure against the loss of pro- 
ductive power is just as imperative as 
to insure against loss of property by 
fire. As time goes on the need of life 
insurance to protect credit will un- 
doubtedly be recognized as universally 
almost as fire insurance. The death 
of the real head of a thriving business 
withdraws from it the directing genius, 
which is just as real as the loss of 
property burned by fire, and the 
credit and prosperity of the business 
is just as dependent upon indemnifi- 


cation against that loss as in the case 
of a fire. 

When this fact is more universally 
recognized, life insurance, like fire in- 
surance, will be sought, and the vo- 
cation of the solicitor will become 
much easier. 








PRACTICAL VALUE OF LIFE INSURANCE TO MEN OF WEALTH. 








Rich men, as well as poor men, 
need the protection of life insurance 
as an economic necessity: the poor 
man, becase it is all the protection 
and property which he has; the rich 
man, to protect and save that which 
he has accumulated. 

This was strikingly illustrated in 
the case of the late William C. Whit- 
ney who died a short time ago leaving 
a vast estate. In the absence of Mr. 
Whitney’s directing hand the ex- 
ecutors were obliged to sell some of 
the property at a sacrifice in order to 
realize the ready cash to manage the 
rest. It is stated that the family 
residence, costing $3,000,000, was sold 
at a sacrifice of $1,000,000. 

These are large figures and tend to 
show that there is plenty of money in 
sight for the Whitney heirs. Poverty 
and deprivation does not stare them 


in the face, as it does so many people 
in similar circumstances. The point 
is that as a business proposition men 
of wealth should carry life insurance 
to provide the ready money necessary 
under such circumstances. The rich 
love their homes as well as the 
poor, and a little foresight on the 
part of rich men might often save 
sacrifices such as that described above. 

The wonderful thing about life in- 
surance is that it applies itself flex- 
ibly to the needs of all. It fits in with 
all the circumstances of life, provides 
for all contingencies. Nothing which 
is so safe and sure can take its place. 


LIFE INSURANCE IS HERE TO STAY. 


From being a business frowned upon in the 
past, it has forged to the front, and stands today 
the foremost business in America; it stands 
almost upon the threshold of a profession, and 
it lies with the life underwriters themselves 
whether or not it shall attain unto the dignity of 
a profession.—Hubert H. Ward. 
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VALUE OF LIFE ASSOCIATIONS TO THE WORKING SOLICITOR. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY “ ONE OF THEM.” 


Through the medium of an open 
letter to the life insurance agents of 
America, President Hubert H. Ward 
of the National Association of Life 
Underwriters makes a lengthy appeal 
for organization. 

Mr. Ward’s idea is that the associa- 
tions, national and local, should not 
bother with attempts at lessening the 
evils that exist at the present time in 
life insurance work, but that they 
should be purely social. He says that 
if agents knew each other personally 
they would be more careful in com- 
petition and would get more busi- 
ness, thus putting more dollars in the 
pocket of the soliciting agent. 

After reading Mr. Ward’s letter 
carefully the writer confesses to being 
a little mixed on a number of points. 
In the first place, who are to be con- 
sidered agents? The great number of 
solicitors are not agents at all in the 
sense of having direct relations with 
the home office, but are in effect em- 
ployes of general agents or managers. 
In the city of Boston, for example, 
there are perhaps 3,000 men licensed 
to write life insurance. Is it these 
men who should know each other so- 
cially for the betterment of the busi- 
ness and improvement of their finan- 
ces? The managers are already well 
acquainted and have been for years 
exchanging risks with each other and 
aiding one another to place surplus 
business, through a knowledge of the 
idiosyncracies of the individual com- 
panies. And if the rigors of competi- 
tion will be abated through personal 
acquaintance are we thereby to infer 
that all trick policies are to be with- 
drawn and the ‘‘ Year Book’’ dispensed 
with? 

Who buys the various compendiums 
and compilations of statistics which 
show at a glance how much better com- 
pany ‘‘A’’ is than company ‘‘B’’? Is it 
not these same members of the associa- 
tion which have never been anything 


else than social? Of what value in 
lessening the rebate evil is the monthly 
banquet, the speeches on the beauty of 
life insurance and the repetition of the 
same old platitudes year after year? 

The trouble is that the associations 
apparently either do not want to really 
act on matters at issue or they are 
afraid to. The men who are members 
of life associations in the large cities 
are much above the average in in- 
telligence and achievement. They 
are keen business men, resourceful 
and capable, and it is an insult to the 
intelligence of any one with a knowl- 
edge of the business and its conditions 
to say that these associations are un- 
able to adopt any course of action to 
correct what abuses exist today. 

Membership in the local associations 
for the average solicitor (who is not a 
general agent or manager) would be 
time and money thrown away. What 
the solicitor would like to see would 
be a movement to require certain 
standards of fitness for the work by 
those seeking entrance to it. He would 
like protection from fire insurance 
clerks, shoe salesmen, ice wagon driv- 
ers and the heterogenous horde who 
are paid commissions for bringing in 
one or two policies a year. 

The solicitor thinks that if the ex- 
isting associations were really in 
earnest and willing to sacrifice some- 
thing, they could take such vigorous 
action on rebating and twisting as to 
force the rebater and twister out for 
good. 

‘What would you do, if you had 
positive evidence of a rebate, whereby 
you lost a certain case?’’ was once 
asked of a prominent member of an 
underwriters’ association. ‘‘Report 
him and let the law take its course,’’ 
was the reply. ‘‘Well, it was Mr. 
Blank, of your-own force,’’ said the 
first speaker who was a fellow mem- 
ber of the association. ‘‘Oh, well, I 
never did believe that law was consti- 
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tutional,’’ was the suprising rejoinder, 
and there the matter dropped. 
Because of the unpleasantness of 
straining the social relations fostered 
by the association many things like 
this are condoned. To be perfectly 
blunt about it the writer thinks that 
as at present constituted, the associa- 
tions actually retard reforms, or if 
that is too strong a statement, it may 
be said that they drag behind when 


they might be leading to better things. 

Mr. Ward says that anything which 
tends to give the public a better opin- 
ion of life insurance soliciting, will 
‘enable the agent to earn more money, 
which is undoubtedly true. But form- 
ing social oganizations of life insur- 
ance solicitors, which shall expressly 
refrain from interfering with the so- 
called evils of the business, will ac- 
complish very little in elevating pub- 
lic opinion. 





TRIBUTE TO LIFE INSURANCE SUPERVISION IN MASSACHUSETTS. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY SAMUEL Davis. 








In the year 1861 the Penn Mutual 
Life paid a high compliment to the 
efficiency of the Massachusetts insur- 
ance department by employing Elizur 
Wright to value its policies and satisfy 
himself of the adequacy of the reserve 
provisions of the company. This de- 
partment was formally established in 
1855, but the legislature had enacted 
laws for the regulation and super- 
vision of insurance companies at 
various times before this, the earliest 
bearing the date of 1807. 

As President De Boer of the National 
remarked in the anniversary issue of 
the Journal of Insurance Economics, it 
is singular that writers on political 
economy and sociology have so uni- 
formly neglected the subject of life 
insurance and its regulation in their 
essays and books. The probable ex- 
planation of this is found in the fact 
that outside of those immediately en- 
gaged in the business, it is still con- 
sidered by nearly everybody a purely 
commercial affair conducted prin- 
cipally for profit. That its successful 
prosecution is dependent on a scien- 
tific application of natural law and 
on the intelligent carrying out of 
intricate and technical theories but 
few realize. 

The object lessons which are now 
being furnisbed by the plight of the 
fraternals are, to a degree, persuading 
an unwilling public that scientific life 
insurance is unique, and unlike any- 


thing else in the financial world. 
Business ability only is not sufficient 
for the guidance and direction of an 
insurance company, there must also 
be specialized education and technical 
training. For these same reasons the 
enormous importance of an efficient 
state insurance department is not 
recognized by its principal benefici- 
aries, the citizens of the common- 
wealth. The companies find the de- 
partments a burden and expense. 
They find their freedom of iniative 
hampered, the scope of their designs 
and plans restricted, many of their 
ambitions held in check. 

Because of the very unusual nature 
of the business of life insurance, it is 
peculiarly exposed to disaster from 
the operation of ignorant or unscrupu- 
lous promoters. It is, too, an essen- 
tially co-operative affair. For these 
reasons the commonwealth, a hundred 
years ago, undertook to protect its 
citizens from loss through improper 
conduct of these quasi-public corpora- 
tions by learning through its officials 
how the business should be scientifi- 
cally managed, and requiring that it 
should be carried on in conformity 
with the law. 

For completeness in its machinery 
and for the high character and ability 
of its officials the Massachusetts in- 
surance department has long been 
celebrated. The invaluable service 
which it renders to the commonwealth 
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today, is that it practically assures 
the solvency and reliability of the 
companies operating under its license. 
The thoroughness with which the 
company statements are audited, the 
long experience of the experts of the 
department and its comprehensive 
and extensive records make it possible 
to arrive at a real knowledge of the 
condition of a company. 

It has frequently happened that this 
department has discovered matters 
which would lead to inevitable failure 
before company officials themselves or 
other departments knew of them. 
There is a long list of miscellaneous 
companies whose failure or retirement 
did not occur for a long time after 
their exclusion from Massachusetts. 
A notable instance of this occurred in 
the case of the Guarantors Liability 
Indemnity Company of Philadelphia. 
The annual statement of this company 
was not satisfactory and the iate 
William D. Whiting was employed to 
assist the department’s examiner in 
making an examination. They were 
refused access tu the company’s books 
and the Massachusetts license was 
promptly revoked. 

Suit was brought in the courts to 
compel the department to issue the 
license but it was not successful. Two 
years later a receiver was appointed 
for this company, which made a most 
disastrous failure, in which were in- 
volved the failure of a bank, a suicide 
and the arrest of the principal pro- 
moter on a criminal charge. While 
the contention with the department 
was being carried on, the hardest kind 
of pressure was brought to make the 
officials recede from their position. 
Two prominent United States sen- 
ators, one now dead, interested them- 
selves in an effort to reach the com- 
missioner, but the office is not a politi- 
cal one in this state and the governor 
declined to interfere. In striking con- 
trast was the action of the insurance 
department of the Guarantor’s home 
state in giving the company an official 
clean bill of health, in the shape of an 
examination which vouched for the 


correctness of the company’s state- 
ment. 

Again, the Manhattan Fire with- 
drew from this state at annual state- 
ment time in 1899 and in a few months’ 
time was in the hands of a receiver. 
The Erie, of Buffalo, and the Lincoln, 
of New York, are other examples 
where retirement was compelled be- 
fore the crash came. A more mem- 
orable case, perhaps, than any of the 
foregoing was that of the 'l'raders Fire 
Insurance Company of New York, 
which withdrew from this state under 
compulsion in March, 1900. The board 
of directors of this company comprised 
twenty-four prominent business and 
professional men, among whom were 
bank and trust company presidents, a 
United States senator, an ex-cabinet 
officer, an ex-United Stutes senator 
and others of high position. 

Nevertheless, as a result of an ex- 
amination made by the New York de- 
partment five months after the Trad- 
ers was excluded from Massachuetts, 
it was found that the statement sworn 
to by the president and secretary was 
grossly false in every essential partic- 
ular and the company was impaired 
$198,819.26, a sum about equal to its 
capital stock. The directors, who 
formed such a dazzling array for the 
admiration of the public, had in this 
case turned over the management of 
the company to an insurance firm, and 
as a fact, knew nothing of the busi- 
ness. It is undoubtedly true that in- 
surers were saved from much loss in 
these and many other instances, by 
the vigilance of the department in de- 
tecting unsoundness in the companies. 

But it is in the field of life insurance 
that the greatest value of the Massa- 
chusetts method of supervision is 
shown. For more than forty years 
complete records have been kept by 
the department of the entire policy 
issues of every company operating in 
the state. The lists composing these 
records show all the details of changes 
through additions and terminations 
and by means of them it is possible 
to make a computation of liabilities 
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for policy obligations entirely inde- 
pendent of those furnished by the 
companies themselves through their 
annual statements. The value of this 
work of the department is acknow]l- 
edged, but its success in forestalling 
questionable practices and in main- 
taining the high standard of excellence 
required by the laws of the common- 
wealth is more tardily admitted. 

Many famous battles have been 
waged between commissioner and de- 
termined company officials; usually 
the department has won. A well re- 
membered controversy arose shortly 
after the passage of the anti-rebate 
law and as a direct consequence there- 
of. A policy form was devised by an 
other state company by which a sub- 
stantial rebate was given the pur- 
chaser. After careful consideration 
the commissioner notified the com- 
pany to discontinue its use of the ob- 
jectionable policy, while operating in 
Massachusetts. The company pre- 
ferred to withdraw from the state, 
and transferred the contest to the 
Massachusetts legislature. The fur- 
ther aid of political action was sought, 
a hot fight was conducted all over the 
state through the newspapers for the 
purpose of electing a governor of op- 
posite party affiliations, in the hope 
that a new commissioner would be ap- 
pointed. The political complexion 
was changed, but in response to a 
great petition from the united insur- 
ance interests, the commissioner of 
that day was reappointed. 

The company withdrew the policy 
and re-entered the state. The ad- 
ministration of the company changed 
shortly after, and so far from being 
injured by the episode it has, under 
its new officers, made a growth un- 
paralleled in the history of life insur- 
ance. Two years ago the president of 
this great company said: 

Here we have the chief reason for state super- 
vision. Laws are made for the lawless; but 
even where every one is law abiding, laws are 
necessary to define rights, to secure equity, and 
to guide the ignorant. Costly experienee has 


shown that some methods are unwise and 
dangerous. Why should each generation pay 


the price anew? Of course, the state cannot, 
under any method of supervision prevent all 
wrongs in life insurance, any more than it can 
prevent all murder, or all theft, or all assault, 
by the most vigorous enforcement of criminal 
laws. Granted that state supervision is expen- 
sive, that it is sometimes officious and vexatious, 
yet it sets a standard, and bars outa vast horde 
of companies which would otherwise prey upon 
the public, and by their misdoings would bring 
reproach and contumely upon the business as a 
whole. 


A mere reference to the unsuccessful 
effort to force the state to recede from 
its safe methods of valuation and ac- 
cept the so-called first year prelimi- 
nary term plan is sufficient here. Who 
cares anything about that makeshift 
now? The companies that tried the 
hardest to compel its use here are 
finding it unsatisfactory in the local- 
ities where its use is permitted. Yet 
for two years the insurance writers of 
the country with but two or three ex- 
ceptions, exhausted their skill in 
handling the language of invective 
to villify and abuse the insurance com- 
missioner. The lamented Speaker 
Reed was brought from Washington 
to argue the matter in the courts; an 
unnecessary company examination 
was made in retaliation and frantic 
offorts in other directions were made 
to override the laws of the state and 
depose the commissioner, but with no 
success, and the integrity of the re- 
serves held for the fulfilment of policy 
obligations is maintained as carefully 
as ever it was. 

A Connecticut Yankee in Revolu- 
tionary times wrote these lines: 

“No thief e’er felt the halter draw 
With good opinion of the law.” 

And the company which wants its 
own way in a dispute with the de- 
partment is bound to make a loud 
complaint and to have it reverberated 
through the insurance press. But 
after the fever abates and the inci- 
dent passes into history, the invariable 
result is increased prosperity for the 
companies and renewed confidence on 
the part of their patrons. 

Life insurance obligations are the 
most sacred of all financial transac- 
tions, and the safe performance of 
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them should be as sure as the operation 
of government itself. The writer be- 
lieves that the brave, conscientious 
and skilful administration of the af- 
fairs of the Massachusetts insurance 
department has had as much todo 
with the marvelous growth of life in- 
surance in this country as any other 
factor in the business. In this review 
it is sought to show some ways in 
which the department serves the pub- 
lic interest, and it is sincerely hoped 
that more publicity shall be given to 
its operations until insurers. shall 
learn to a greater extent than at pres- 


ent what the department is for and 
what it accomplishes. 

The Spectator Pocket Index for 1904 
gives statistics for 82 companies; only 
thirty-four are authorized to write in- 


surance on Massachusetts citizens; 
some of the others are new and local 
companies, but it is undoubtedly true 
that the majority of them would be 
unable to satisfy the requirements of 
our statutes. The department is mov- 
ing cautiously to secure greater con- 
trol over the fraternal orders. When 
in due time this is accomplished we 
shall have the most comprehensive 
and successful governmental super- 
vision in this part of the world. 





RESULTS IN LIFE INSURANCE 


WASTE AND GAIN FOR 1903. 








WitH STATISTICAL EXHIBIT 


BY BENJAMIN F. Brown. 








Among other tests of economy and skill in 
management applied to life insurance companies 
is that of waste and gain in outstanding insur- 
ance. Companies which write large amounts of 


insurance sometimes find it hard to maintain a 


good proportionate increase in outstanding in- 
surance. Probably upon no point in under- 
writing do company officials direct more careful 
attention, for it stands to reason that it is most 
desirable to keep the waste down to the lowest 
possible point. 

Very few companies, if any, are free from 
criticism in the matter of waste. The lapsing 
of insurance has become a universal evil, due to 
many causes—high pressure business, misunder- 
standing on the part of the insured concerning 
the contracts, the taking out of more insurance 
by the applicant than he can reasonably carry, 
as well as change in circumstances which com- 
pel many people to drop their policies after 
having paid for a year or two. 

The table published on the opposite page from 


the “Brown Book of Life Insurance Economics” 


covers the waste and gain of 25 leading Ameri- 
can companies for 1903. January 1, 1903, these 
companies had in force $7,289,000,C00. During 
that year the total terminations, except for death 
and maturity, were $499,000,000, of which $111,- 
000,000 was by expiry, $116,000,000 by surrender, 
$238,000,000 by lapse, and $34,000,000 by change 
and decrease. The percentage of terminations 
from these causes was 6.85 per cent. of the total 


insurance in force. 


The examination of the experience of individ- 
ual companies shows wide variation from this 
average, ranging from 2.45 per cent to 21.67 per 
cent. As might naturally be expected, the so- 


called high pressure companies show relatively 
high. 

The last three columns of the table include 
interesting ratios. The first deals with the gain 
of insurance to the new paid business, showing 
an average of $501 for each $1,000 of new busi- 
ness. Here, too, are found interesting variations 
in different companies, the highest ratio of gain 
being by a small, conservative company, one of 
the great racers following second. 

This column, however, according to Mr. 
Brown, is not conclusive as to economic re- 
sults, but the two concluding columns bring 
the experience of the companies down to a more 
equal basis of comparison, first, by eliminating 
all differences in volume of business written by 
each company, and assuming a common basis in 
order to determine the ratio of economic gain if 
all had written precisely the same amount. 
There is an important point here. A company 
writing a large proportion of new business in re- 
lation to its old, would show a large apparent 
ratio of gain in insurance in force, whereas, the 
actual proportional ‘‘ waste” might really be 
larger. Mr. Brown has sought to equalize all 
these factors, so as to show them upon a 
common basis. 

In the concluding column, assuming an aver- 
age stability of $100 for the twenty-five com- 


panies, Mr. Brown shows what companies 
have an average stability above this medium 
point and those which go below. 

“The business which stays is the business 
which pays” is a common axiom in life insur- 
ance. Per contra, the business which goes off 
the books in ‘‘waste” does not pay. The com- 
pany which can hold the largest proportion of 
its insurance in force, is so far doing the most 
paying business for its policyholders. 
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SUICIDE HAZARD AS A LIFE UNDERWRITING PROBLEM. 





A Question Demanding the Immediate and Careful Attention of Managing Officials and 
All Others Interested in the Prosperity of the Business. 





We believe that American life 
underwriters have had enough ex- 
perience within the past year or two 
to convince them that they are con- 
fronted with a new and serious haz- 
ard, namely, the disposition of men 
of large affairs, when confronted by 
business disaster, to commit suicide 
for the benefit of their creditors and 
families. 

The most recent incident, and to 
us the most striking, is the suicide of 
R. H. Plant of Macon, Ga., a banker 
and also a life insurance man of con- 
siderable note. According to reports, 
Mr. Plant had at one time a substan- 
tial income and lived in ‘‘splendid 
style.’’ He was a director and stock- 
holder in many enterprises, and be- 
came deeply involved in financial obli- 
gations which he could not meet. At 
the time of his death his liabilities 
amounted to $2,243,000, his assets to 
$1,399,000, a deficit of $844,000. He 
had a life insurance of $1,018,000, on 
which he was paying premiums ag- 
gregating annually about $45,000. 

Faced with financial failure if he 
lived, Mr. Plant determined to take 
his life, the insurance which he would 
realize aS a consequence being suf- 
ficient to cover the deficit, and at the 
same time provide a comfortable for- 
tune for his family. The Plant in- 
surance was all held in good companies 
which would not knowingly write 
policies upon a risk where a serious 
moral hazard was involved. Almost 
one-half of the insurance, $503,000, 
was carried by a single company, 
the New York Life, which has very 
courteously responded to a request 
from this magazine and furnished a 
complete list of the policies issued by 
it on Plant’s life and the dates upon 
which the insurance was taken. 

The balance of the insurance was 
held as follows: Equitable Life,$115, - 
000; Mutual Life, $100,000; Penn Mu- 
tual, $80,000; Union Central $50,000, 
(one half reinsured); Massachusetts 
Mutual, $50,000; Home Life, $50,000; 
Washington Life, $30,000; Manhattan 
Life, $20,000; Mutual Benefit, $20,000; 
total $1,018,000. 

None of this insurance, so far as we 
can ascertain by inquiry among the 
companies, has been taken out since 
1902, therefore there is no question 
of contestability under any suicide 





clause involved, nor can this be cited 
as a case in which life insurance 
has been taken on at a time when the 
applicant contemplated suicide. The 
moral hazard in this case arose ap- 
parently because of the existence of 
the insurance. The insurance did not 
grow out of the moral hazard. 

Of the insurance placed upon Plant’s 
life by the New York Life, $103,000 
Was issued in policies of various 
amounts from 1873 up to 1890. In 
1899 two policies amounting to $100, - 
000 were issued, and in 1902 four 
policies amounting to $300,000. The 
last were all subsequently reinsured 
in other companies. None of the 
policies issued by the New York Life 
contained a suicide clause, but were 
free from all restrictions. 

American life underwriters are con- 
fronted by a fact and nota theory. 
They are being subjected to a heavy 
and unnecessary loss through some 
defect in their underwriting judgment 
as it is applied to modern business 
conditions. It is their duty as soon as 
possible to discover what that defect 
is, either by co-operation and confer- 
ence or through individual initiative 
on the part of the companies. 

It would not be possible for anyone 
to say definitely what the trouble is. 
There probably is not a single cause 
but many causes. Too much readi- 
ness to write large policies for adver- 
tising purposes is one cause. Too 
much eagerness to issue unrestricted 
contracts for the same purpose is an- 
other. We are sorry tospeak critic- 
ally of a company whose success in 
many respects has been marvellous 
and whose business policy in many 
features must command approval. 
But, in our opinion, the issuance by 
the New York Life of a contract with- 
out the suicide clause, and the wide 
advertisement of the fact, has done 
more to direct the attention of busi- 
ness men weighed down with financial 
responsibilities to the use of life in- 
surance as a means by which their 
honor, if not their lives, can be saved, 
than any other single factor in the 
situation. 

Yet we cannot hold other companies 
blameless, for many of them, large 
and small, have shown a disposition 
to take heavy risks upon the lives of 
business men, and the tendency has 
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constantly been towards an increase 
in the limit of the amount at risk on 
a single life. Asa result, the natural 
inclination of agents has been to force 
large policies upon men who by 
chance or superior skill have suddenly 
acquired great wealth. This, too, is 
an important factor and shows that 
agents, as well as companies, must 
bear their due share of the responsibil- 
ity for the whole lamentuble situation, 
which must be attacked and remedied 
if Amercian life underwriting is not to 
suffer in the opinion of that great num- 
ber of holders of small and medium 
sized policies which are really the 
backbone of the business. 

The Journal of Insurance Economics 
has a remedy and has already sug- 
gested the point at which, in its opin- 
ion, the reform movement should be 
directed. There is no objection to 
large lines of insurance if they be 
properly placed and if there is an 
actual insurable interest for the 
amount of the total insurance, whether 
it be $1,000, or $1,000,000. There are 
many insurances for very large 
amounts on the lives of successful 
business men, upon which there is al- 
most no chance that they will ever 
become claims except in natural 
ways. No one can tell how many of 
the other kind there are. 

We believe it to be possible for any 
company, or group of companies act- 
ing in co-operation, to ascertain by 
careful inquiry how much insurance 
it is safe to issue upon the life of any 
particular business man. When that 


amount is taken by any selected 
number of companies, then no ad- 
ditional insurance should be placed 
without the consent of those already 
upon the risk. In fact, there is no 
reason which now occurs to us to pre- 
vent life insurance companies from 
inserting in their policies an ‘‘ad- 
ditional insurance’’ clause, the same 
as is done by fire insurance companies 
to protect themselves against moral 
hazard. 

The company or companies which 
first go upon the risk, after investiga- 
tion and determination as to the 
amount of insurance which it is safe 
for the applicant to carry, certainly 
have a right to stipulate that no fur- 
ther insurance be contracted for with- 
out their consent. We regard it as 
unwise for any company to allow its 
policies to be issued on the life of any 
business man engaged in enterprises 
of a more or less uncertain nature, 
with the probability or possibility 
that without its knowledge or consent 
the moral hazard of the risk may at any 
time be increased by additional insur- 
ance up toa point where the policies, 
under certain circumstances, are al- 
most certain to be converted into 
claims by suicide. We do not believe 
that life insurance can stand many 
such strains as it has of late put upon 
public opinion without serious injury 
to its prestige, and we favor the ut- 
most publicity upon these matters be- 
cause, in our opinion, publicity will 
insure the quickest and most effective 
reform. 





MEDICAL EXAMINER AND MORAL HAZARD IN LIFE INSURANCE. 








An Address delivered by Medical Director John L. Davis of the Union Central Life before the 
American Association of Life Insurance Examining Surgeons. 








All insurance workers, whether 
agent, examiner, or home office official, 
should keep constantly uppermost in 
mind the fact that the fundamental 
purpose of insurance is protection. 
Any proposition which defiects it from 
its true function, involves a hazard not 
originally contemplated. 

Life insurance is not a speculation, 
nor a lottery, nor a get-rich-quick 
scheme; and whenever if is so con- 
sidered, the penalty is prompt and 
disastrous to the company. In this 
degraded and prostituted purpose of 
life insurance is the whole essence of 
moral hazard. The more common 





phases in which moral hazard is man- 
ifested are: 

1. Excessive insurance. 

2. Lack of insurable interest. 

3. Insurance taken with design to defraud the 
company. 

4. Instability of employment; habits; oc- 
cupation, surroundings, etc. 

1. There isa legitimate logical ratio 
between a man’s income and the 
amount of insurance he should carry. 
Suspicion should be alert when he 
seems to be overloading; or paying 
largely by note rather than cash; or 
taking cheap forms of insurance; or 
paying for a large amount in quarterly 
premiums or on some instalment plan; 
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or where an applicant has got well 
along in yeurs without insurance, he 
suddenly wants a large policy. Has 
he suddenly acquired wealth? Has 
his salary all at once been increased? 
What is the source of payment of pre- 
miums? . 

In most of these cases, the local 
examiner, if he is alert and wise, can 
better than anyone else get the exact 
facts and save the company serious 
losses. Men who take excessive in- 
surance do not necessarily expect to 
commit suicide though some of them 
do die by their own hands. I am 
familiar with the record of a suicide, 
for which the explanation was that 
the claimant had paid premiums for 
ten years and was tired of paying 
longer ; so he took his own life. 

But apart from this danger, such 
insurance is poor business for the 
company. The policyholder is strug- 
gling to meet a burden too heavy; he 
is apt to have to drop the insurance 
early to his own disappointment and 
disgust and to the company’s financial 
loss. Or, if he continues payments, it 
is done by a self-denial and worry 
which is apt to undermine his health 
and shorten his life and thus the risk 
becomes impaired 

So it is that companies do not want 
men to over-insure despite the per- 
suasions of eager and ambitious agents. 
As a class, such business is bad and 
should be kept off the books Fortu- 
nately in many cases the local ex- 
aminer is thoroughly acquainted with 
the applicant and is thus in position 
to know his financial status. And in 
any event, as examiner, he can note 
surroundings and draw conclusions 
which will make his report to the 
company of great value. The phy- 
sician, with his trained powers of 
observation and naturally good and 
deliberate judgment, can better than 
any other, realize whether the appli- 
cant is taking an excessive insurance. 

2. Companies lose heavily on cases 
accepted where there proves to have 
been a lack of insurable interest. 
Primarily the bread winner of the 
family is the one to insure. He should 
carry as much insurance as his in- 
come will permit without depriving 
his family of present necessities. He 
takes a policy in order that upon his 
death his household may receive cash 
which, in some measure, will take the 
place of his income, now cut off. 

Primarily, that man or woman 
should insure upon whose daily in- 
come others are dependent. Hence 
there is usually little reason for or- 


dinary insurance to be taken by young 
men or women—say under twenty; or 
by old persons say over sixty. The 
father will usually take care of the 
child till youth is reached; after that 
the young man or woman is usually 
self-supporting. If the young person 
earns more than his actual support, 
he should take investment—endow- 
ment—rather than simply protective 
insurance. 

Of course, in some cases, an aged or 
infirm parent, or young brothers or 
sisters are dependent on the young 
man’s income. Under these circum- 
stances it is right and noble in him to 
deny himself and carry protection for 
those dependent. But ordinarily an 
endowment is the logical contract for 
young men and young women. 

When a man has reached sixty, or 
certainly at sixty-five, his children 
should be self-supporting. The old 
man does not at that time actually 
need protective insurance. He needs 
oftener an annuity or a mutured en- 
dowment to ease his declining years 
when the ability to work is lessened. 
But unfortunately it does happen some- 
times that companies get applications 
for cheap protective insurance on the 
lives of old men and old women. 

Think for a moment of a man of 
sixty or sixty-five, or worse a woman, 
applying for a non-participating life 
policy; or worse still, a term policy; 
then suppose payments are to be made 
quarterly. Ordinarily such cases reek 
with moral hazard. The careless ex- 
aminer may find nothing physically 
wrong with the old man. Buta keen 
eye will observe a husky son or son-in- 
law in whispered conversation with 
the agentin the adjoining room. The 
examiner may notice a binding receipt 
slipped furtively into the hand of the 
son who has paid the premium. 

If the agent is careless and new to 
the business, he boldly indicates on 
the application the son or son-in-law 
as beneficiary. The older agent, the 
‘‘wise guy,’’ commendably makes the 
insurance payable to applicant’s estate 
and then when the policy is issued 
has it assigned to the actual bene- 
ficiary. This is speculation pure and 
simple and is a rank and abominable 
perversion of the noble function of 
insurance. 

Perhaps it is rare that the young 
people have any malicious or dark de- 
sign when taking insurance on the 
lives of the old parents; they love 
them and care for them tenderly ; but 
simply as an investment they believe 
$50 or $100 paid as a premium will 
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bring $1,000 in a few short years. 
Possibly, too, they have noted a re- 
cent insidious loss of strength in the 
old man which an examiner, especially 
a stranger, could not have knowledge. 
So it happens that these are among 
the worst cases companies can get. 

Another form taken by speculative 
insurance is such a case as I knew per- 
sonally, that of a strong young man, 
who had a terrible craving for drink, 
aside from which he was a good risk 
for insurance. An examiner of the 
third or fourth grade recommended 
him for $1,000 policy; it was assigned 
to a thrifty saloon keeper who at once 
invited the young man to become his 
guest, which he promptly did; as the 
favored and envied guest of the bene- 
ficiary—that is, the saloon keeper— 
he ate, drank and slept whiskey until 
it killed him in less than a year; and 
the saloon keeper had made a splendid 
investment, from his point of view. 

3. Insurance is sometimes taken 
with the deliberate purpose of de- 
frauding the company, through sui- 
cide or pretended death. Cases are 
too common. In my own experience 
a young clerk with wife and young 
child, in a western city, had an income 
of $15.00 a week. He was devoted to 
his little family and ambitious to have 
for them luxuries he coud not afford. 
He applied to two companise for $10,- 
000 of insurance each, agreeing to 
take the first policy which came. 

He wanted ordinary life insurance. 
My own company, finding everything 
apparently all right, concluded to is- 
sue a policy; but owing to his age, 
proposed an endowment plan and for 
$5,000 only. It is probable the other 
company had a more strenuous and 
imperious agent, for he succeeded in 
getting just the policy desired; our 
agent got left. The policy was de- 
livered and settled for. Very promptly 
the young man blew out his brain 
and his bereaved widow collected 
$10,000 insurance, for the policy had 
no suicide clause. 

Another case in my experience is 
the following: An old planter, thrift- 
less but ambitious; everything heavily 
mortgaged; takes a $10,000 policy; 
soon after is found in the woods with 
throat cut and knife in his hand. The 
unfortunate suicide is deeply deplored 
by the local papers. The lamented 
and distinguished citizen’s policy is 
read over, and unexpectedly found to 
contain a clause voiding it if death 
from suicide occurs within three 
years! But the family and community 
need the money. So the neighbors 





suddenly decide it is not a case of sui- 
cide, but murder! 

The next step is to find the mur- 
derer. Without much difficulty two 
worthless vagabond negroes are picked 
up and thrown in jail on suspicion. 
They have no friends; one easily 
proves an alibi but it does no good. 
The family need the money and 
negroes are very cheap in that part 
of the country. So they are readily 
found guilty of murder and hanged, 
and the family get $10,000 and live 
happily ever after! 

4. Other elements which contrib- 
ute to the moral hazard are instabil- 
ity or lack of permanency of employ- 
ment, habits, occupation and its con- 
comitants, shifting and changeable 
residence, lack of intelligence and 
education. Permanency of occupation, 
of residence, of habits are the best 
guaranty of future premiums. 

A man who is frequently out of 
work, or who changes employers 
often, or who ‘‘finds it cheaper to 
move than pay rent’’ is uncertain and 
unreliable in insurance. He is apt to 
be lazy or discontented and become 
desponcent and take to drink or nar- 
cotics, or end his life in suicide. 

Nor are risks desirable whose oc- 
cupations bring them directly or in- 
directly in contact with temptations 
to vice. Hence it is companies do not 
want business among saloon keepers, 
race course frequenters and gamblers. 
For however clean and upright and 
physically good such individuals may 
be, they are constantly subject to ex- 
citement, nervous strain and influences 
unfavorable to health and habits. 

There isa special hazard, too, con- 
nected with lack of intelligence. Ifa 
man cannot sign his name, he has 
not gone to school as a boy, and in 
later years he has lacked ambition to 
make up the loss. He has had a hard 
struggle with poverty, and this itself 
shortens life. He has not intelligence 
and ambition enough to advance; he 
will always be a hewer of wood or 
drawer of water; and the laboring 
class—common laborers—are_ short 
lived. More than this, the lack of in- 
telligence renders him incapable of 
giving a correct record of his own 
life or of his family, and moreover, 
he knows nothing of the laws of 
health and sanitation, and as he is poor 
and doomed to poverty, he is not finan- 
cially able to employ medical aid even 
if he recognized its need and value 
(which he cannot). 

Such are some of the conditions in 
which moral hazard plays a part. 
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With our inherent ambition to each 
carry all the insurance we can pay for 
and a little more; with the importu- 
nities of eager and persuasive solici- 
tors; with the mad strife and com- 
petition offering new attractions and 
features in insurance of every kind; 
with thse influences so actively at 
work, the moral hazard is apt to be 
a more and more important considera- 
tion. And examiners become supreme- 
ly valuable as they are able to stand 
between the home office and the in- 
sidious and disastrous consequences 
of moral hazard. 


AVERAGE EARNINGS. 


The manager of the Pittsburg agency of the 
Equitable Life, Edward A. Woods, states that 
the 100 active agents in his department earned 
on the average last year $2,870 in commissions. 
Mr. Woods compares these earnings with the 
average earnings of different professions as re- 
cently published in the New York “ Herald,” as 
follows: Physicians, $1,500; ministers, $1,200; 
lawyers, $1,500; teachers, $700; college profes- 
sors, $1,200; journalists, $1,200; musicians, 
$1,000; architects, $1,200; actors, $1,800; aver- 
age of nine professions, $1,275. 





THE 
FIRST MUTUAL 


Chartered in America, 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 








Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS . . $35,784,011 
RESERVE, $32,007,704 
OTHER LIABILITIES, 561,703 


32,569,407 
$3,214,603 








SURPLUS . . 





BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President. 
8. F. TRULL, Secretary. 
WM. B. TURNER, Asst. Sec’y. 
D. F. APPEL, Supt. of Agencies. 





Insurance Journals worth 
Patronizing 





Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other pubii- 
cations. 

Price, $3.00 per year; single copies Ioc. 








Western Underwriter, 164 La Salle St., 
Chicago, I1l., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.00 per year; single copies 15c; 
special life number 2oc. 
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AGE is an asset in insurance journal- 
ism. By diligent effort we have acquired 
this asset. 


CIRCULATION is another asset. 
By attending strictly to business this has 
been secured. 


BRAINS is another asset. We are 
always in the market ready to invest in 
this kind of security. 

HONESTY of purpose is another 


asset, best of all. We have tried to put 
in all we can. It has helped us just to try. 
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JOHN M. HOLCOMBE, VICE-PRESIDENT, 
PHCENIX MUTUAL LIFE. 


MR. HOLCOMBE, WHO HAS JUST COMPLETED A SERVICE OF THIRTY YEARS WITH THIS COM- 
PANY AND THIRTY-FOUR YEARS AS A LIFE UNDERWRITER, IS ANOTHER SUCCESSFUL COMPANY 
EXECUTIVE WHOSE TRAINING IN THE ACTUARIAL BRANCH HAS ASSISTED AND NOT HINDERED 
HIS DEVELOPMENT AS A MANAGER, HE HAS ALWAYS BEEN ACTIVE IN THE EDUCATIONAL 
WORK OF LIFE INSURANCE AND AS A GRADUATE OF YALE EXERTED AN ACTIVE INFLUENCE IN 
INAUGURATING THE INSURANCE COURSE AT THAT UNIVERSITY IN 1903. THIS YEAR HE WILL 
BE ONE OF THE LECTURERS. AS MANAGING UNDERWRITER OF A MEDIUM SIZED COMPANY MR. 
HOLCOMBE DISTINGUISHED HIMSELF THROUGH HIS RECENT COURAGEOUS ACTION IN MODI- 
FYING AGENCY COMPENSATION WITH A VIEW.TO PROMOTING THE ULTIMATE WELFARE OF THE 
COMPANY IRRESPECTIVE OF CURRENT COMPETITIVE DEMANDS-—-A MOVEMENT ALREADY JUS- 
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